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1. Some of the major chnracteristics of the fiscal volicies of the Chinese 
Comrunist Government have been demonstrated in recent develonments. 
Com unists and other persona concerned witn miblic finenee administrati n 
state thet the gove nment is now trying to meet all of its exnenses from 
taxation. These expenses are very high since it is necessary te suopert 
large armed forces, and, at the same time, to rake heavy cavital investments 
for the nurvose of increasing industrial vreduction. That the national econo- 
ny may not be able to bear the burden of vresent taxation is a question causing 
some concern to government economists, varticularly since they have no detailed 
stiiies or trustworthy estimates on which to base tax policies. They believe, 
however, that the tremendous arount of canital used for excessive sreculation 
during 1948 and 1949 can be absorbed by vresent taxation without harm to the 
national econony. 


Ze The economists believe that the countryside bore under the Netionslists a 
disoromortionately larce vortion of the notion: tax burden. The new taxes 
are designed to fall heaviest on the cities, where there is more sveculative 
canital. Officials in Canton have been warned by non-Communist economists in 
academic circles tht Canton taxes are absorbing much of the workings capital 
of Canton's com-erce ani industry, and that this circumstance is alrest rersain 
to reanlt in a decrease in production. The officinls admit the rossibility, 
but atate that they mist have this revenue and that they will increase vroduction 
by inereazing in’ustrial afficiency. Unter the Nationalists,production in large 
industrial units in Canton vas sometimes increased by the management's eontrolling 
the entervrise. These managers ani technicinns are nov receiving high vay and 
bonuses. This nolicy increases production in larger units, but is i-vractical in 
the case of the small, seni~handicrait industry, which elrost monoveliges Dro= 
duction in some industries. The Communist Government has yet to devise a ~olicy .— 
to cove with the latter groun. 
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3. In three villages near Canton, grain taxes are assessed at the end ef the harvest 
ona sliiing scale. The total yield for each landholder is determined by assessors. 
For each member of the household, three (3) viculs of rice is deducted from this 
total. <A further deduction is allowed for vroduction costs, in which ficr:re labor 
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tia not included. <A erantunted tax, from four to tuenty=Live nercent deventing 
on the ~rotuctivity of the lnni, is then assessed. The ferrer is at liberty 
to disnose of his net surolus as he wishes. In general, the farmers regard 
this tax ag light and equitable, esnecially since there have been no svecial 
assessments and levies during the cast month. The farmers, vast masters at 
the art of concealing vroduction and adulterating gereins raid as tax revenues, 
are successfully cracticing their -ld tricks, This vattern anvears to be 
conmon throug ehout Kvangtune so far as the grain tax ig concerned, 


In Canton coroner there are three major taxes. While two of these are losns, 
they are regarded by the bety volitic as taxes. They are as follows: 


(1) "Vietory Loan," Sheng Li Chiehektusn (Be A 1% He x . ), for which Canton 
has a quota of Jen Min Pine $1, 500,000,000. Tie oan matures in three 
years, but it is regarded as a forced contribution and those o.aying it 
are not hoveful of recovering their investrents. Subscribers receive 
no bonds or similar documents, but are given a receint which does not 
bear a 2remise to reoay. 


(2) Public Victory Ronis, Sheng-1i Kung Chui (Ab 2 YB ), which are fo 
mature in five years and bear five vercent Maou e The Canton quota 
for these obligations is exvected to be about JFPES, 000,000, 000. 
Subscriptions will be obligatory. 


(3) Surnlus Profits Tax (#4 4G 4K, ), for which the Canton quota for the 
current year is J¥P$3,000,990,000. When this tax was announced, a "De- 
mocretic Determinntion of Tax Rate Meeting" was called by the municinal 
authorities. Each industry was revresented and vas asstened a cuota of 
the totel tax. The lenders of each industry then ret senarately to 
oro-rate the tax arene firms belonging to thet industry. No acnenl was 
alloved the individual firm from the decision of the leaders of the 
industry. “No fisureg sre available on the effects of the survlus vrofits 
tax on iniustry. However, in one case s leather gods factory having a 
canitel of HEG15,000 which normally earned about 2.5 percent rev month on 
this sum, has, in the mast three months, been taxed HEE2,090 on the Survlus 
Profits Tax, H¥$1,500 9m the Victory Loan, and a BKE3,000 assesament for 


certain muiblic works i-provements in the ae aaa an where the factory is | 
lecated. In another case, the Hsinni (My gh ) harmacentical 1 cks, which 
does a normal business of H¥$20,000 ver mon » was taxed HKS22,000 in three 


monthe. Both of these eee heve ceased onerations. 


One of the means being used by the Chinese Communist Government to dacrease 
exnenses is to emoloy garrison troons in agriculture. This hns been beeun 

in the Canton area Por exarmle, a company on guard duty near T'ien-ho Airfield 
is cultivating unused lend in the vicinity. Fermission to use the lend wns 
first asked of the owners. Where sermission vas not given, the lend ves not 
cultivated. A nominal rental is o-id the ovsers and the oroduction is exerpt 
from taxation. The unit supolies its own needs for veretables ond vork and 
expects to vrovide its own rice within the next several months. This system 
is being followed by all troovs in Kwanetung not actually engaged in or pre= 
varing for combat. 
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